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INTERNATIONAL PAINTS (CANADA) LIMITED ano svussipiaries 


DIRECTORS’ 
REPORT TO THE 
SHAREHOLDERS 


The results of the year ended 31 December 1976 were not satisfactory. The 
statements which accompany this report show that although sales rose to a 


_ record $48,377,529, a loss after adjustment for income taxes, of $401,711, was 
incurred. 


This result is due to various factors. 


Start-up expenses of the expansion of the Wallcoverings Division plant of 
$3105759: 


Effects of Federal Anti-Inflation Legislation. The company had not in- 
creased prices for a year, to. cover increased costs and was about to do so 
in October 1975, when the Regulations were introduced. It was not until the - 
second quarter. of 1976 that prices could be. increased to partially offset. 
‘rapidly | escalating cos costs. ; 


Also, many raw materials must be imported and their prices were not con- 


trolled. 


eT 


the year resulted in a major loss of sales. 


A general downturn in the Canadian economy and an apparent reluctance 
of the public to buy discretionary goods; such as paint and wallpaper. 


Every effort is being made to reduce costs wherever possible. Sales in the 


first quarter of 1977 are ahead of 1976. The results of the current year will 
depend upon the strength of the Canadian economy and costs of materials, 
which represent the largest portion of our costs. 


Mr. J. Gerald Godsoe, who contributed much to the company as a Director 


since 1970 died on 12 January 1977. His advice and counsel will be missed. 


Your Directors wish to thank the Management and Personnel of the com- 


pany for their outstanding efforts during a difficult year. 
SUBMITTED ON BEHALF OF THE BOARD OF DIRECTORS 


Colin W. Webster 


Chairman of the Board 


F. P. Baker 


President and Managing Director 


5 May 1977 


INTERNATIONAL PAINTS (CANADA) LIMITED ano sussipiaries 


CONSOLIDATED STATEMENT OF 
INCOME AND RETAINED EARNINGS 


Year ended December 31 


Revenue: 1976 1975 
Se) ES RRR eRe Ged ap ee See $48,377,529 $42,175,526 
ONC TAIRIGOMRG? Wty ell ue ene seed eae Ln his oe tee akc eee 75,969 293 077 
“~ 48,453,498 S,~ 42,468,603 
Costs and expenses: 
Cost of sales and selling and administration ..................00. 47,711,701 38,993,998 
Start-up expenses of plant expansion .................cc cece es 310,759 a 
MeOrOcalOManG amOnizalOn asus es kate e al orice we wees s bo ae 384,974 346,397 
Interest — 
ROMEUCIMI rat ace: ae MEIC SALES wlsaseo Mecd ete ee ee as 645,864 397,478 
PEGGING KIT IMRM Mewel cette poo Rr hd an Gaal Po(en OPE cr Riri eaSeieene ak withe & 216,411 84,500 
49,269,709 39,822,375 
Saermemtoss) DEfOre INCOME taxeS .. 2... 2. bcc cee cee enews cence nes (816,211) 2,646,230 
Income taxes: 
Sy momaiheCOVCTCG) Sj. ho iia stelle saan wa pak wed Chek sak eee (892,500) 1,205,000 
RS OU rt gta eats °) 2 heh Naa hit wgiglh Seatd tw acts we 6 478,000 21,507 
(414,500) 1,226,007 
ERNE CHEM IOSS Ol VEAP tetey seein alee wie ovis aioe a ilaleio wp a oo Rawson a's | (401,711) | 1,419,723 | 
Ferained.camings, beginning*of year... se eee cece ene 5,507,416 m 4,346,593 
Dividends: alt 
6% preferred shares (declared and paid to June 30, 1976) — : 
SO ONC ls SMENOMR Oe gee. lc 5 lowes pha k meee oan ale Sale 187,500 187,500 
Common shares =— 92-55 Der Share «2. iad. i worse bemeneinacetens 71,400 71,400 
258,900 258,900 
meranICCrCaimmos. ena Or VOOl tas. 8sn1suby haan oh ivr See oo $ 4,846,805 $ 5,507,416 


AUDITORS’ REPORT 
To the Shareholders of 
International Paints (Canada) Limited: 


We have examined the consolidated balance sheet of International Paints (Canada) Limited as at December 
31, 1976 and the consolidated statements of income and retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1976 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


February 25, 1977 


INTERNATIONAL PAINTS (CANADA) LIMITED ano sussipiaries 


CONSOLIDATED 
BALANCE SHEET 


ASSETS 


Current assets: 


Due from:— parent  COMpPAanyie tos bee erates eee eee 

— affiliated COMpanleS tceie.< syta ac ct ene ee eee cer 
Inventories: (NOG 1) acca ean iste acts ous cate ters eae pe eee eee 
Prepaid @xpenSes: ocak oto cce + sec ohare erase teeter er 


Fixed assets: 
LEAP ia: es Sc eo ee OS ese me 


Buildings, machinery and: equipmenmtse 2... eee eee 
Leasehold improvements: Gaya. «sca 2s cee ee oe ee 


Less: Accumulated depreciation and amortization ................ 


Goodwill“at cost less amortizationis 4... a5 


Approved by the Board: 
COLIN W. WEBSTER, Director 


P. P. DAIGLE, Director 


December 31 


1976 


$ 18,450 
3,518,549 
1,399,439 

77,621 
146 
12,692,621 


840,489 


18,547,315 


124,579 
7,163,699 


496,701 


7,784,979 


3,785,102 


3,999,877 


37,500 


$22,584,692 


US 


$ 153250 
4,043,467 
109,331 
9,345 
10,087,765 
597,209 


14,862,367 


127,580 
5,362,611 
382,212 
5,872,403 
3,432,258 
2,440,145 
47,500 


$17,350,012 


LIABILITIES 


Current liabilities: 
Slane OE DLO CMOSS a sis cereirdicte ek Pease devel evecare ty webteeats aevandieess 
Accounts payable and accrued liabilities .....................045. 
PICOMMEMAXCS DAVOS ie tomate) 2 iscsi vis b catnbnte oRiamela nm Aes 


EDC ALD ATA SSS) eg a a oe ee 


PeeEaC UIC ONO LAXGS yoo tie ese rs ea oki Rac Ee Bie aa Elche 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized and issued — 


50,000 6% cumulative participating 
preferred shares par value $20 each................005- 


28,000 common shares without par value ......... $140,000 


of which the total issue amount 
was attributed to surplus and 
applied by the directors to 


WihO-GOWHGOOGWI, ClCo i... cha ane ee ses os Pees 140,000 


Eremlum- on issue of preferred shares. a5. 66.52... cece eee nee eee 
Bet AUIS CONTIN Sy occa tthe oad cos wick aise stra diss IH oe ak al a ga acaba de ran 


December 31 


1976 


$ 7,781,459 
5,716,925 


13,498,384 


2,501,400 


706,103 


1,000,000 


32,000 


4,846,805 
5,878,805 
$22,584,692 


UISIES) 


$ 3,548,882 
5,262,429 
485,468 


9290, 779 
1,285,714 


228,103 


1,000,000 


32,000 
5,507,416 


6,539,416 
$17,350,012 


INTERNATIONAL PAINTS (CANADA) LIMITED ano sussipiaries 


CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


Financial resources were provided by: 
Net Income. (lOSS) fOmYGar ceyet one ia ae mesa me toes ee eee 
Non-cash charges against income — 
Depreciation and: amornizationive.. 1s. eee eee 
Deferred income’ taxes) ae vst oe eee eee 


FUNGS derived: from Operations -< su ais anis a oe meena eee ee 
herm:cDank: loans. a2.s ¢ setkerteacteen. Cae uas hae ats RG eee ee Sa es ores 


Financial resources were used for: 
Investmentiinitixed: assets: (net) a2 -8 a 5 seine ce cee eee 
DIVIDOH AS eecsect teak ene eee eye chads a OI ae oe 
Goodwill as cexce cele e le hae ecteethcee ete eee car eee ee 


Increase (decrease) in working capital .............. cece eevee cnees 
Workingicapitalabeginning-of yea... =... ca ee eee 


Working capital, endiotivyear 2... a. <n ee Ao en 


Year ended December 31 


1976 
$ (401,711) 


384,974 


478,000 


461,263 


_1,215,686 


1,676,949 


1,934,705 
258,900 


2,193,605 


(516,656) 


5,565,587 
$5,048,931 


1975 
$1,419,723 


346,397 
215907 


1,787,027 
685,714 


2,473,341 


489,732 
258,900 
50,000 


798,632 


1,674,709 
3,890,878 


$5,565,587 


INTERNATIONAL PAINTS (CANADA) LIMITED ano sussioiaries 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS pecemeer 31, 1976 


LY 


2. 


Summary of principal accounting policies: 


(a) 


Principles of consolidation— 

The consolidated financial statements include the accounts of the Company and its wholly-owned sub- 
sidiaries, International Paints (Retail) Ltd., Decorlux International Ltd. and International Wallcoverings 
Ltd. Intercompany items and transactions between consolidated companies have been eliminated. 
Inventories— 

Inventories of finished and in-process goods are valued at the lower of manufacturing cost and net 


realizable value and raw materials are valued at latest invoice cost. At December 31 inventories were 
as follows: 


1976 1975 
Raw materials and in-process .................00008- $ 2,512,492 $ 2,073,579 
EUNSHECGOOdS EX.oG thee nee eke te eee 10,180,129 8,014,186 


$12,692,621 $10,087,765 


Fixed assets and depreciation and amortization— 

Fixed assets are recorded at cost. Expenditures for maintenance and repairs and minor renewals and 
betterments are charged to expense as incurred. 

Depreciation is calculated generally on the declining balance method using rates based on the esti- 
mated useful lives of the respective assets. 

Amortization of goodwill— 

Goodwill is amortized using the straight-line method over 5 years. 

Deferred income taxes— 


Income taxes are accounted for on the tax allocation method whereby income taxes are fully provided 
on reported income at current tax rates. Reported income differs from taxable income because of tim- 
ing differences, principally capital cost allowances which under current income tax legislation exceed 
the depreciation provided in the financial statements. The tax effect of this difference has been set 
aside as deferred income taxes to be drawn down in years when taxable income exceeds reported 
income. 


Foreign currency balances— 


Foreign currency balances included in current assets and liabilities are translated into Canadian dollars 
at rates of exchange current at year-end; items included in non-current assets and liabilities are gener- 
ally translated at the rates of exchange prevailing at the dates the transactions were recorded. 


Long-term debt: 


1976 1975 
Bank term loans with interest at 11/2% above the bank prime 
rate repayablesannually to° 1983.20. 5222s. thee ht ons cee $2,100,000 $1,500,000 
7% debt of £525,000 repayable in semi-annual instalments 
TORIC 1 Cie rete, ertie te noth ante pet ety Mas ant nace? 892,682 — 


2,992,682 1,500,000 


Less: Amounts due within one year included in current 
HAD ITIGS Sitemeter eae Sochne a craentn aC re oP emer her.” 491,282 214,286 


$2,501,400 $1,285,714 


Pension plans: 


The Company has established a number of pension plans which are open to all employees. The 
current service cost portion of these plans is absorbed in the period in which the service that gives 
rise to the entitlement is rendered. The unfunded past service liability is estimated to be $340,000 at 
December 31, 1976 and is to be charged to earnings in equal amounts over the next 14 years. 


Commitments: 


(a) Minimum annual rentals under long-term leases and licence agreements amount to approximately 
$2,097,000 as at December 31, 1976. These leases and agreements expire generally over the 
next ten years; however, in the normal course of business they will be renewed or replaced by 
other similar leases or licence agreements. 


Total rent charged to expense in the accompanying statement of income in respect of licence 
agreements and real estate leases amounted to approximately $2,539,000 (1975 — $2,105,000) 
including rentals based on a percentage of sales but excluding payments of real estate taxes, 
insurance, advertising and other expenses required under the licence agreements and real estate 
leases. 


(b) Approved capital expenditures for 1977 aggregate approximately $684,000 of which $634,000 is 
committed. 


Anti-Inflation legislation: 


The Company and its operating subsidiary are subject to, and believe they have complied with, 
controls on prices, profits, compensation and dividends under the Federal government's Anti-Inflation 
program. 


Statutory information: 


(a) Remuneration of 11 directors in their capacity as directors was $21,000 (11 directors — $22,100 
in 1975) and of five officers was $121,564 (five officers — $142,493 in 1975). Two of the officers 
were also directors. None of the directors or officers received remuneration from the Company’s 
subsidiaries. 


(b) These financial statements comply with the disclosure requirements of the act of incorporation 
(Canada Corporations Act) but do not purport to comply with all disclosure requirements, of the 
Companies Act of British Columbia. 
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